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BELGIAN KEY ECONOMIC INDICATORS 


Money value, except where noted, is in millions of U.S. dollars. 1) 


ITEM 


PERCENT PERCENT 
INCOME, PRODUCTION, EMPLOYMENT 1981 1982 CHANGE PROJECTION CHANGE 
1981/82 1983 1982/83 


GNP at Current Prices 76,202.9 81,776.9 a 87,501.6 7 
GNP at 1975 Prices §$5,510.3 55,121.7 =0 55,232.1 0. 
Per Capita GNP (thousands) Ty Fee 8,246 6 8,779 6 
Industrial Production 

(1975 = 100) 111.0 111.2 112.3 
Average Hourly Wage 

(1975 = 100) 168.0 176.5 185.3 
Average Unemployment Rate 9.5 11.0 12.1 


MONEY AND PRICES 


Money Supply (M1) 17,184.8 17,811.2 18,879.3 
Public Debt 51,792.2 65,507.3 75,975.7 
National Bank Weighted 

Average Lending Rate (%) 13.91 11.35 10.5 
Wholesale Prices 

(1975 = 100) 134.5 141.8 
Consumer Prices 
(1974/75 = 100) 159.1 171.9 
BF/$ Exchange Rate 37.1 45.7 


BALANCE OF TRADE/PAYMENTS 


Exports, FOB, of which: 43,791.1 50,844.3 15.0 55,166.1 
Exports to US 1,849.5 2,237.6 19.3 2,528.5 
Exports to EC 30,598.4 35,876.9 16.1 39,285.2 

Imports, CIF, of which: 49,046.6 56,106.5 13.2 59,753.4 
Imports from US 3,499.4 3,945.5 12.7 4,261.1 
Imports from EC 29,872.2 35,438.6 16.5 38,628.1 

Trade Balance: -5,255.4 =-5,153.5 =-1.9 -4,482.5 
With US -1,649.9 <=-1,739.1 5.4 -1,768.8 

Terms of Trade 91.2 91.2 0.0 92.1 

Current Account Balance -3,516.4 2,972.8 -15.5 2,675.5 
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1) Figures have been constructed from various Belgian sources and con- 
verted into dollars using an average exchange rate for the last three quar- 
ters of 1982 of $1 equals BF 47.1. The first quarter's rate is excluded 
because of the 8.5 percent devaluation that occurred on February 21. 1982 
figures are based on currently available data. In some cases, the figures 
are linear extrapolations of 11-month data. 

2) Main exports to the United States, 1982 (millions of dollars): 
diamonds, jewelry (844); metals (323); chemicals (256); electrical machi- 
nery (211); and transport related products (101). 

3) Main imports from the United States, 1982 (millions of dollars): food 
stuffs (807), minerals (585), chemicals (403), diamonds and jewelry (327), 
and metals (159). 





SUMMARY 


+. 
For the Belgian economy 1982 was a signal year. The first Belgian deval- 
uation since 1946 formed the keystone of the "crisis" economic recovery 
program that Prime Minister Martens and his center-right coalition govern- 
ment instituted in February 1982. This austerity program, which focused on 
cuts in real wages and some business taxes, has been successful in 
attaining, or making real progress towards, many of its key goals. Others 
continue to allude the policy makers. 


Disappointingly, real GNP contracted in 1982. Belgium's relatively healthy 
2.5=percent real increase in exports was not enough to compensate for the 
decline in internal consumption brought about by the explicit policy of 
wage restraint. However, inflation was surprisingly low at 8 percent on a 
December=-to=-December basis. It slowed markedly at the end of the year. 
Even so, Belgium -- traditionally a low inflation country -- was above the 
European average in this regard for 1982. 


The dual successes of the economic recovery program have been the return to 
competitiveness of Belgian industry and the improvement in the foreign 
accounts, major goals of government policy. Years of rising wages in 
Belgian industry, which is generally a price taker in foreign markets, had 
squeezed profits so tightly that, in the aggregate, they turned negative in 
1981. Industrial investment suffered accordingly. But in 1982, real wages 
fell approximately 3.5 percent. In addition, the average workweek declined 
while production remained static. Thus, productivity rose faster than it 
did abroad and profits returned in 1982. 


The devaluation was successful in reversing the downward trend in the 
foreign accounts. For 1982 as a whole, some improvement will be noted; 
but, more significantly, a clear turnaround occurred during the final two 
quarters of the year. While the 1982 current account deficit is predicted 
at 145 billion Belgian francs (BF), preliminary government figures show a 
surplus during the third quarter. More importantly, the commercial 
account, traditionally in deficit, ran a third-quarter surplus. The 
government predicts current account stability as early as 1984. 


On the other hand, two other goals remained elusive. The government defi- 
cit and unemployment continued to worsen, though, in both cases, the rates 
of deterioration have lessened. The net budgeted deficit during 1982 
reached 13.2 percent of GNP, significantly in excess of the 11.5 percent 
target. About 40 percent of the $13.7 billion borrowed came from foreign 
sources. The official unemployment count reached 11.4 percent of the work 
force in December; this figure, we estimate, would be more than 14 percent 
by United States measurement standards. 


In many ways, 1983 will be a carbon copy of last year. We see all major 
trends in 1982 continuing, with the result that real GNP growth should just 
turn positive. However, political considerations will intrude increasingly 
on the already difficult economic decision-making process. 





TO REVIEW THE BIDDING 


Prime Minister Martens and his center-right coalition government came to 
power in December 1981 to deal with the economic crisis confronting the 
country. The Belgian economy was suffering from major disequilibria which 
had been aggravated as Belgium, and most of the world, had headed into 
recession. A stagnant economy with growing unemployment produced a wor- 
sening budget deficit as expanded government social programs compensated 
for lost incomes and real wages continued to rise. The resulting strong 
private consumption kept imports high while exports suffered from declining 
demand abroad and the gradual loss of competitiveress of Belgian industry. 
Imbalances in the foreign accounts worsened. Borrowing was used to fill 
the gap. But domestic savings, though inordinately high, were not ample 
enough to bridge the growing shortfall between revenues and expenses. 

Thus, the Belgian government had to turn to foreign borrowing; by late 1981 
foreign borrowing accounted for mxe than 50 percent of all borrowing. 


Prime Minister Martens' fifth government, or Martens V as it is popularly 
called, was granted special economic powers by Parliament to battle the 
crisis. The special powers allowed the government to by-pass the 
Parliament on many economic issues. Using them, the government introduced 
its recovery program with a splash on February 21, 1982, when it devalued 
the Belgian franc by 8 percent, the first devaluation since 1946. The 
close link between wages and inflation was cut and prices were frozen to 
help control the inflation which the devaluation was sure to usher in. 
Government spending and certain business taxes were:reduced. Austerity for 
workers and government, but better times for business, became official 
government policy. In some key areas the program has been successful. But 
recession continued through 1982. It is certain that 1983 will be another 
difficult year. 


HAS THE RECESSION "BOTTOMED OUT"? 


Tentative, fragile signs are that this particularly stubborn Belgian 
recession is finally receding. The recovery, however, will be slow and 
tortuous. In an economically interdependent world, Belgium is more depen- 
dent on foreign developments than almost any other industrialized country; 
with more than 60 percent of Belgium's GNP exported each year, recovery 
abroad -- particularly within the European Community which takes more than 
70 percent of Belgian exports -- is an essential prerequisite to recovery 
at home. Nonetheless, the leading "synthetic" business expectations curves 
have now turned around after consistent declines through the last half of 
1982. Inflation is falling and productivity rising. The declining price of 
oil is also good news for the still inchoate Belgian recovery, although 
savings on gasoline will be absorbed by the government through higher fuel 
taxes. Terms of trade should improve in 1983 and the positive trends in 
the foreign accounts will accelerate -- both favorable developments for the 
health of the Belgian franc and the lower interest rates needed to en- 
courage new investment in Belgian industry. But much must be done in this 
regard. Even after the reversal of the early March. near-record hike in the 
discount rate in the face of unprecedented speculation against the franc 
(see below), real interest rates remain extraordinarily high by historical 
standards and the difference in discount rates between Belgium and the 
Netherlands stands at 7 points. But lower inflation in 1983 should 





encourage a further drop in nominal interest rates, perhaps to levels con- 
siderably below the relatively high current discount rate of 11 percent. 


THE BATTLE OF THE BUDGET... 


The 1983 budget has caused more than its share of difficulty for the 
Belgian government. Produced hurriedly and late, due to lingering problems 
with the 1982 budget, the 1983 edition is now undergoing significant revi- 
sion both in its parameters and spending guidelines. As a result, it is 
demanding the attention of the Cabinet and Budget Ministry when work should 
be progressing on the 1984 spending limits. The original budget foresaw 
1.3 percent real growth and 8.5 percent inflation for 1983. Based on these 
parameters, the government limited spending to an average 7.5 percent nomi- 
nal increase, or what they thought would be a one-percent real decline in 
spending. The result was an $8.9 billion excess of expenditures wer reve- 
nues, or a targeted deficit of 10.5 percent of projected GNP. Real spend- 
ing increases are slated for social welfare payments -- to compensate the 
swelling ranks of the unemployed -- for the regional governments and, most 
importantly, for rising debt-service obligations on Belgium's foreign 
borrowings. As a result, many ministries got less than the average 7.5 
percent nominal increase. Education, for example, received only 4.4 per- 
cent nominal boast, or a 4=percent decline in real spending. 


However, three months into the fiscal year the government has acknowledged 
what has. been privately known for some months -- more and more cuts must 
come. The new government projections for 1983 show 1-percent real growth 
and 7-percent inflation -- probably still too optimistic on the GNP side. 
But even positing 1=-percent growth, the government is searching hard for 
new cuts or revenues to hold the deficit down to 10.5 percent of GNP. In 
mid-March Prime Minister Martens announced a package of expenditure cuts 
and revenue increases designed to shave $1 billion off the re-estimated 
1983 deficit and to keep it within initial guidelines. The main elements 
of the package are the taxation of unemployment benefits paid to households 
which have other income and an increase in the gasoline tax commensurate 
with the anticipated drop in oil prices. Other savings come from lower 
inflation and lower interest rates. But even with this program, keeping 
the deficit at the desired level of 10.5 percent of GNP will be difficult 
without a major action like an across-the-board spending cut, justified on 
the basis that inflation will be lower than anticipated. No such plans are 
in the works. 


These continuing 1983 budget problems will make it more difficult for Prime 
Minister Martens to produce a tight, credible 1984 budget within the next 
several months. The Prime Minister has requested a new period of special 
economic powers for the period April - December 1983 in order to deal 
effectively and efficiently with the difficult, but extremely important 
1984 budget. 


ee eWHILE THE DEBT BURDEN GROWS 


One of the major, deleterious effects of the current recession has been to 
push Belgium on to a path of accelerating deficit financing. During this 





period, Belgium has turned from a net creditor to a net debtor nation, as 
the government has had to go abroad to fund significant portions of its 
current deficit. Total public debt, foreign and domestic, doubled between 
1979 and 1982. During 1982 alone, that debt increased 24 percent to reach 
the equivalent of $61.7 billion, or 80 percent of GNP. 


The foreign segment has grown even more quickly. Foreign debt, which was 
insignificant before 1979, has increased 10-fold in the past four years, to 
17 percent of GNP at the end of 1982. Further rapid accumulation of 
foreign borrowings will occur during 1983. 


As a result of the concentration on (cheaper) foreign borrowing in the past 
few years, the term structure of the debt has radically changed. At the 
end of 1982, a full 42 percent of the national debt was due in one year or 
less, grown from only 16 percent in 1973. This term structure will 
increase the government's financial difficulties over the next few years as 
continuing high budget deficits will need to be funded at the same time 
that short-term debt must be rolled over and consolidated. 


Despite this rapid accumulation of foreign debt, total foreign debt equals 
only about 28 percent of the value of annual exports in this extraor- 
dinarily open economy. As a result, foreign debt, while clearly worrisome, 
is not a present danger for the Belgian economy. 


Nonetheless, the government is dedicated to reversing this trend. Finance 
Minister De Clercg pledged in early 1982 that Belgium would eliminate the 
need for foreign borrowing by 1985. While results for 1981 and 1982 have 
been considerably less favorable than he had planned, the government 
remains committed to that goal. Plans call for a lowering of the budget 
deficit as a percentage of GNP from 13.2 percent in 1982 to 7 percent in 
1985, the European average. At that level, generous domestic savings 
(running currently at about 14 percent of disposable income) could fund the 
public sector without crowding out private investment borrowing. But major 
changes in public finance will be necessary to reach that goal. 


FRANC MOVES UP IN EMS REALIGNMENT 


In a reflection of the progress achieved under the economic recovery 
program, the Belgian authorities revalued the Belgian franc by one and a 
half percent against the European Currency Unit (ECU) on March 21, as part 
of the general realignment of the currencies of the European Monetary 
System (EMS) effective that day. This revaluation was a significant vic- 
tory for Prime Minister Martens and this government, which had adamantly 
and doggedly defended the value of the Belgian franc both publicly and 
within the private negotiations leading to the realignment. Because of the 
unique circumstances of a simultaneous realignment of seven currencies, the 
government was able to "have it both ways" -- to reap the psychological 
benefits of a revaluation, yet to take advantage of the trade and com- 
petitiveness gains of a devaluation. Because of the larger revaluations of 
the German mark and the Dutch guilder against the ECU, the Belgian franc 
was devalued de facto with respect to these currencies of countries which 
take 35 percent of its exports. In fact, as a result of the predominately 





upward nature of the realignment, the overall result was a slight deval- 
uation of the franc against the ECU, leaving aside the effects on the ECU 
of the fall in the British pound (which forms a part of the ECU, but does 
not participate in the EMS). Thus, Belgium has enhanced its position to be 
able to take advantage of the revival of European trade which is expected 
to begin in 1983. 


But this victory was costly. Speculation against the BF in anticipation of 
a realignment was so strong that the Belgian National Bank already has 
spent more than $37 billion in support of the franc in 1983. Moreover, the 
rush to dump BF became so hectic in early March that the National Bank took 
two extraordinary measures in an effort.to stem the tide: it raised its 
discount rate from the already steep 11.5 percent to 14 percent in one sud- 
den and unanticipated jump, and, several days later, imposed temporary 
regulations severely limiting the ability of banks and commercial customers 
to hold foreign currencies. Nonetheless, speculation continued, forcing 
large interventions to support the franc in the days leading up to March 
21. But two days after the realignment the discount rate was dropped to 11 
percent, a half percentage point lower than it began the month; the special 
currency controls have remained in place, however, while the stability of 
the franc at its now central rate is assessed. 


FEWER ARE WORKING, AND FOR LOWER WAGES 


More than 500,000 Belgians are fully unemployed, a figure of psychological 
importance that most Belgians thought would never be passed. For the last 
five years unemployment has grown at roughly 50,000 per year: 30,000 who 
have lost jobs and 20,000 new job-market entrants who have not found work. 
These frustrated workers make up the official unemployment statistic of 
11.9 percent of the active work force. But by American measurement stan- 
dards, the figure is more than 14 percent -- with many tens of thousands 
more underemployed, on government jobs programs, or on early retirement. 


In 1982 the government came up with a new approach -- spreading the 
available work. Under the government's plan, enterprises would reduce the 
workweek by 5 percent, decrease pay by 3 percent, and increase the work 
force by 5 percent. The multi-faceted negotiations between business, trade 
unions and the government on the proposal were a complete failure on the 
national level. Business broke off the negotiations out of fear that costs 
would go up considerably more than the government admitted. But following 
the government's agreement to accept any negotiated plan with this 
employment creation effect, negotiations have been more successful, though 
protracted, on a sector-by=-sector and then on a company-by-company basis. 


Up to now, some 65 percent of the nearly 2 million employees in the private 
sector are covered by new agreements. The public sector with its 800,000 
civil servants has also reached agreement. The important failures are the 
construction industry and the metals sector, each accounting for more than 
200,000 employees. In general, the government reports that some 30,000 
jobs already have been created pursuant to these agreements. 


But those who are working will suffer still further wage cuts. Another 
facet of the overall employment program which the government imposed after 





the breakdown of national negotiations in December is the continuation in 
the decline in real wages which was instituted so successfully in 1982. 
Under the revised indexation formula, real wages for those who work will 
fall approximately 2.7 percent in 1983, which, in combination with the 3.5 
percent reduction in 1982, will allow Belgian industry to compete effec- 
tively with its main trading partners in Western Europe. 


The government's second tack in the field of employment has been to con- 
centrate on the young and those without adequate skills to compete in the 
marketplace. The major move has been to raise the compulsory education age 
from 14 to 18 in conjunction with a plan for skills-oriented instruction 
during the last several years for those who wish it. Through this ini- 
tially costly program, the government hopes to attack unemployment within 
two particularly intractable groups: unemployed youth (under 25), now 
nearly 34 percent of the total unemployed; and the unemployed without ade- 
quate skills. 


Nonetheless, unemployment will continue to creep upwards. The latest, most 
pessimistic predictions are that the number of unemployed wiil reach 
570,000 by the end of 1983. Even under the government's more optimistic 
predictions of average 1983 unemployment at 538,000, unemployment allow- 
ances will consume a whopping 8 percent of total 1983 budget expenditures 
-- a drain on the economy that is becoming increasingly difficult to sup- 
port. 


INDUSTRIAL POLICY AND REGIONAL POLITICS 


In Belgium, the politics of regionalism pervade all issues. Industrial 
policy has been no exception. In the mid-seventies, in partial response to 
a growing sense of regional identity in both Wallonia and Flanders, general 
industrial policy was regionalized. However, policy concerning five 
troublesome sectors was left with the central government: coal, steel, 
textiles; shipbuilding and hollow glass. The “industrial policy" of the 
central government has tended to be limited to expensive bailouts of 
depressed industries. 


The steel sector is a case in point. And the steel problem is exacerbated 
by the ever intrusive ethnic-regional dimension. By the end of 1982, con- 
tinuing losses at Cocherill-Sambre, the Walloon steel giant, produced such 
a level of tension within the government that the Cabinet nearly broke 
apart over the issue. The battle lines were drawn strictly along regional 
lines, with Walloons demanding action to save Cocherill-Sambre and the 
thousands of jobs dependent on it, while the Flemish insisted that no 
further subsidies should go to the ailing company. Another eleventh hour 
rescue agreement emerged, but these woes in the steel sector are producing 
louder and louder political echoes. 


Interest is reviving in the idea of completing the regionalization of 
industrial policy. In fact debate is under way within a Parliamentary com- 
mittee on such a proposal which would also divide central government sub- 
sidies to industry in accordance with regional populations and pass these 
funds to the regions. The regions would then have to find solutions for 
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their own troubled industries. Enactment of this proposal is not likely 
now since passage would require the concurrence of the Walloon regional 
government. But it has reintroduced to center stage the issue of the 
future status and powers of the central government, which can only compli- 
cate the economic decision-making process in 1983. 


IMPLICATIONS FOR THE UNITED STATES 


Investment Incentives 

On the investment front, the Belgian government took several innovative 
steps in 1982 which make certain types of U.S. foreign investment in 
Belgium more attractive. First,it established the concept of “employment 
zones" structured on Irish and Asian models. These zones have both a quan- 
titative and a qualitative goal. Companies establishing their headquarters 
and all their subsidiaries in these limited areas will benefit from income 
tax exemptions for ten years provided they employ at least 20 people (and 
no more than 200) and that their activities are concentrated in high tech- 
nology products, such as micro-electronics, data processing, robotics, bio- 
engineering and telecommunications. Eligible companies will also be 
exempted from social security contributions for their foreign staff. It is 
expected that the first investments in these zones will be made in the 
second half of 1983. 


In a second move designed to encourage both foreign and domestic invest- 
ment, the government enacted a "stock exchange law", which spurred a spec- 
tacular recovery of the market in 1982. This law encourages the purchase 
of stocks on the Belgian exchange by exempting dividends on such stock from 
income tax, on the condition that the shares will be held for at least five 
years. By the end of 1982, households had bought some BF 8.9 billion worth 
of shares. The effect on new investments during 1982 was not great, 
however, since market analysts estimate that most of the increase in equity 
capital went to retire existing debt. But in 1983 these measures should 
have a more positive effect on investment. As a result of this exemption 
from taxation, U.S. firms established in Belgium will find a more favorable 
climate for raising equity capital in 1983 than has existed in Belgium for 
the past few years. 


Trade Prospects 


The average value of the dollar in terms of Belgian francs rose again for 
1982; at the end of the year the dollar was even stronger than at the 
beginning. Nonetheless U.S. exports to Belgium rose 12.7 percent during 
1982, measured in value terms in Belgian francs. The upward trend should 
continue in 1983, but at a decreased rate as import patterns adjust to the 
more expensive dollar prices. Some weakening of the dollar is anticipated 
during 1983 following the realignment of the European Monetary System and 
slight strengthening of the Belgian franc, but this movement should not be 
sufficiently strong to exert a significant positive effect on the volume of 
US imports. 


The demand for imports from the United States for internal consumption is 
not likely to strengthen during 1983. Consumption will fall in 1983, as it 
did in 1982, as a result of the government's program of continuing reduc- 
tions in average real wages. However, some increase in demand for U.S. 
exports should come from Belgian processing and re-export industries as 
their business improves in response to the general upward trend in the 
Western economies. 





Trade Opportunities 

The Belgian market offers a number of attractive trade opportunities. 

The United States maintains its position as one of the largest suppliers 
of computers and peripheral equipment. The annual real growth rate for 
computers and peripherals is likely to be around 15 to 20 percent for the 
next few years; at this rate of growth the United States can increase its 
exports from $123 million in 1982 to $210 million in 1985. U.S. exports 
will continue to benefit from the absence of a domestic computer 
manufacturing industry. The Belgian computer market, open to suppliers 
from all over the world, is very competitive. Other factors leading to 
a significant Belgian market are the need to save on labor costs, a 
rapidly widening data communications network, and advanced 
computerization in the banking, insurance, government and education 
sectors. The best prospects are in minicomputers, microcomputers and 
personal computers, which are ideal in a country made up mostly of small 
and medium-sized companies. The market growth for mini-computers is 
expected to be around 30 to 35 percent for 1983-1985 and for 
micro-computers 40 to 50 percent for the same period. Peripherals are 
another good growth area. 


The current software "explosion" offers excellent export opportunities 
for computer software products and services aimed at the emerging market 
for mini and/or microcomputer equipment. The Belgian market for mini- 
computers and related software is expected to double from 1980 to 1985, 
particularly for small business computers used in offices, laboratories, 
medicine, law, architecture, engineering and hotel and tourist 
operations. Robotics and process-control automation, relatively new 
fields, also show promise for software applications. 


In 1982 the Belgian market for business equipment and systems, estimated 
at $177 million, continued to expand at an annual rate of about 19 
percent. Although the U.S. share of the market dropped from 19 percent 
in 1980 to about 1l percent in 1981, this drop can, in part, be explained 
by the rise in the value of the U.S. dollar; by keen competition; and by 
the fact that U.S. suppliers to the Belgian market have manufacturing 
bases in other EC countries. Belgium is a small but open market which is 
receptive to new technology trends; judging by its many 
business-equipment firms, it is well developed in this field. The 
overall prospects are still healthy because small enterprises in Belgium 
are constantly in need of improving the efficiency of their internal 
operations in order to offset the high levels of wage and social-welfare 
cgsts. The best prospects are multiplexers; protocol converters used for 
establishing fast data networks (explosive growth is expected in this 
area); micrographic equipment used for electronic data storage; office 
copiers, especially small models; point-of-sale terminals and electronic 
cash registers; and word-processing systems, particularly models with 
modular flexibility and upgrading capacity. 


The Belgian electronic components market depends heavily on imports for 
its requirements for electronically controlled machinery and consumer- 
products manufacturers. This is a very competitive market and fierce 
competition has driven prices down. In most sectors, the U.S. products 
compete with European components, particularly French, or with cheap 
Japanese bulk products. The United States supplies 12 percent of Belgian 
imports in this field; this percentage should grow as advanced U.S. 
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technology strengthens the American position in the market. Imports in 
real terms will also increase during the period 1983-84 as the Belgian 
economy improves. Best prospects in this market are for capacitors, 
transformers, coils, rectifiers (including the solenium discs and 
plates), ferromagnetic cores, tuners, switches and connectors, resistors 
(fixed and variable), oscillators (including crystal-controlled hybrid 
data oscillators), printed circuits, solid-state devices (transistors, 
thyristors, diodes) and appropriate parts. 


Medical equipment purchases depend heavily on government funding. Recent 
austerity measures taken by the Belgian Ministry of Public Health and the 
Ministry of Social Security will have a serious impact on the medical 
equipment sector. It is expected that the annual growth rate will only 
be 2 to 3 percent from 1982 to 1985. The total market of medical 
equipment and apparatus in Belgium in 1982 is estimated at $158 million; 
U.S. exports will account for $33.5 million of that market. Imports of 
medical equipment generally exceed domestic consumption; a large amount 
is re-exported. U.S. suppliers are performing well in high-technology 
areas. More recently, the application of microelectronics to intensive 
care has grown, especially for the electronic monitoring of patients. 
Although overall expansion in the medical field will greatly depend upon 
Belgian government decisions, the best sales prospects can be expected in 
the following areas: cardiology equipment (pacemakers, computer systems 
for EKG, catheters); nuclear medicine and ultrasonic equipment 
(ultrasonic scanners, body scanners, computerized tomographic equipment); 
renal equipment (dialysis systems and disposable dialyzers); and 
pulmonary apparatus (diagnostic lung perfusion equipment). 


The scientific instrumentation market supplies the R & D establishments 
in the country. Due to pressure on the public sector budget, there will 
not be a big increase in R & D expenditure in the public and subsidized 
sectors, i.e. universities and hospitals. However, Regional Governments 
(l-Gaston Geens, President of the Regional Government of Flanders, Jozef 
II straat 30, 1040 Brussels, 2-Andre Damseaux, President of the Regional 
Government of Wallonia, World Trade Center, Tour 2, 27th floor, Bd. Emile 
Jacgqmain 162, box 24, 1000 Brussels) are promoting aggressively R & D 
investments by private enterprises and are stressing the importance of 
their collaboration with public research institutes. Some selected 
growth areas in K & D are biotechnologies, new energy and energy-saving 
sources, new materials, electronics, telecommunications, agro-industry 
and medical technology. Laboratories use and can be expected to increase 
their use of electron microscopy, electrophoresis, mass spectrometry, 
polimetry and spectropolarimetry. More computerization and automation of 
analytical tools is in demand. Industry sources state that the best 
prospects are for American sales of: 


gas and liquid chromotographs 

data processing equipment for chromatography 
spectrometers 

automatic nuclear magnetic resources systems 
microprocessor=-controlled spectrophotometers 
counters 

microscopes 

automated analysers 





Belgian demand for process control instrumentation (PCI) is still growing 
and the market is expected to expand for quite some time. All industries 
are being automated and modernized. The petrochemical and chemical 
industries, in particular, are constantly updating and expanding new 
process-control instrumentation. Another growth sector is robotics. 
Belgian industry is turning to the use of robots as a means of combatting 
the country's high labor costs. In the primary metals industry, there is 
a gradual move away from the traditional physical methods of analysis 
toward the more sophisticated techniques provided by instruments. 
Industry sources believe that the import market for PCI will continue to 
grow in real terms at a yearly pace of 15 percent or more. The American 
share of these imports is expected to increase as it has done in the past 
at a rate of some 12 percent annually. The most saleable PCI products 
are high-technology data acquisition systems; instruments that measure 
flow, density and thickness; on-line composition analysers; current and 
signal converters; transmitters; alarms; and self-operating valves. 


Belgian coal consumption, which has hovered around 16 million tons in 
recent years, seems likely to decline in the future. The major factor in 
this development is the restructuring of the steel industry, which 
traditionally accounts for half of Belgian consumption via its demand for 
coke. Significant declines in capacity, production and employment are 
expected to occur in this sector. The conversion of oil and gas-fired 
power generation plants to coal has meanwhile gone about as fast as is 
planned, with future power demand being supplied primarily by nuclear 
facilities. Other end-users -- mainly the cement industry and house- 
holds -- will not increase their coal demand very much. Our estimate for 
total consumption in 1986 is 14.2 million tons. 


Hardest hit will be imports of coking coal, where the United States held 
a 71 percent market share in 1982 and which accounted for some 72 percent 
of total U.S. coal sales to Belgium. Steam coal should do rather 

better. Here the United States has managed to improve its market share 
greatly in recent years despite the unfavorable evolution of the dollar 
exchange rate. 


Both the Belgian government and private industry have been working at 
improving and increasing domestic production of solar and renewable 
energy systems over the past few years. The market for solar energy is 
in its initial stages of development and offers growth possibilities. 


The major share of the Belgian market for solar and renewable energy 
systems is intended for re-export. Belgian firms and the government are 
looking especially at the developing countries where they believe that 
the potential for solar energy is enormous. The Belgian companies, both 
importers and manufacturers, have a good knowledge of these markets and 
could offer marketing and engineering know-how to American manufacturers. 
Best sales prospects for American producers are heat pumps, solar panels 
and photovoltaic cells. 





The aircraft, aviation components, and avionics sector has been an 
important market for U.S. exports. The United States has captured about 


one-half of this market and is expected to maintain its leading position, 
particularly in light of the Belgian government's purchase of the F-l6s 
and its recent decision to buy 44 additional F-l6s. The ten year program 
of the Belgian Ministry of Defense includes plans for improving mobility 
of its land-forces. For this purpose 46 helicopters are needed (28 
antitank and 18 scouting type). The Belgian government is likely to 
decide which helicopters it wants to buy before the end of 1983. 


SABENA, the Belgian national airline, is the main purchaser of civilian 
aircraft. SABENA has ordered three Airbuses to renew its fleet, 
previously made up wholly of American manufactured aircraft (Boeings and 
DC 10s). Two DC-10s were delivered recently: one in 1981 and one in 
1982. Sale of commercial and military aircraft in Belgium depends highly 
on the willingness of American manufacturers to grant co-production to 
Belgian industry. Business and sports aircraft sales are still about 70 
percent from American sources. According to industry sources, these 
sales have suffered greatly due to the economic slump as well as the 
strong dollar, but are expected to increase in the near future. 


U.S. exports to Belgium of textiles in 1981 dropped by 27 percent over 
1980. This drop resulted mainly from an appreciation of the dollar of 
27.5 percent during 1981 and from attenuation of certain cost advantages, 
such as the cost of energy, for American manufacturers. In 1982, in 
Belgian franc terms, imports of U.S. yarns and raw materials remained 
stable. However, after exchange rate adjustments, this would represent a 
decline of 8-10 percent in dollar terms. However, Belgium is the major 
U.S. market for non-woven fabrics and offers very good possibilities also 
for specialty fabrics for the clothing industries. Greater exchange-rate 
stability and an upturn in the domestic economic situation, expected in 
1983-84, should improve the position of U.S. textile exports. Prospects 
remain good for various types of yarns, especially synthetic fibers and 
specialty cotton yarns, and coated synthetic textiles, particularly for 
upholstery. In the related field of apparel, imports from the U.S. 
dropped from $10.8 million to $2.6 million during the period 1980-81. 
Total U.S. apparel exports to Belgium were $2.2 million in 1982. 
Nevertheless, there is a definite interest in American clothing products 
here. With further effort on the part of American manufacturers, an 
improved domestic consumer market, and a stabilization of exchange rates, 
there should be steady growth of demand for ladies' lingerie; ladies’ 
dresses, coats and jackets, but not rainwear; men's and ladies’ casual 
and sports wear; suede clothing; and exclusive ladies’ and men's fashion 
wear. 


U.S. agricultural exports to the Belgian-Luxembourg Economic Union (BLEU) 
have risen steadily in the past several years. The most important U.S. 
farm products exported to BLEU include grains (corn, hard wheat and brown 
rice), soybeans and soybean meal, livestock products, tallow, raw tobacco 
and cotton. Total U.S. agricultural exports to BLEU for 1982 were 
estimated at $925 miilion, up 9 percent from the previous year's total -- 
a record high. This new increase is remarkable due to the higher foreign 





exchange value of the dollar in 1982. Major gains in BLEU imports of 
U.S. agricultural products during 1982 were recorded for soybeans, wheat, 
barley, rice, pulses, butter (for processing and re-export), raw tobacco, 
tallow and cattle hides. Although BLEU agricultural trade is heavily 
oriented toward the European Communities (EC), it still remains an 
attractive market for U.S. agricultural products. In addition to direct 
imports from the United States, a sizeable quantity of U.S. farm products 
comes to Belgium via other EC countries, mainly the Netherlands. 
Prospects for sales of U.S. agricultural commodities to BLEU appear 
favorable for 1983 with total exports possibly exceeding a record high of 
over one billion dollars. 
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